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party and any criminal indictment or
conviction of such person by a state or
Federal court. Each individual on
whose behalf the notice is filed must
attest to the validity of the informa-
tion filed. At the option of the individ-
ual, the information may be forwarded
to the Regional Director by the indi-
vidual; however, in such cases, the
credit union must file a notice to that
effect. The credit union submitting the
notice shall be notified in writing of
the date on which all required informa-
tion is received and the notice is ac-
cepted for processing. Before the end of
the 30-day period beginning on the date
NCUA accepts the information for
processing, the Regional Director will
issue a written notice to the individual
and the credit union of disapproval or
approval of the proposed official or em-
ployee. If, after the 30-day period has
ended, the individual has not been in-
formed in writing of NCUA’s disposi-
tion, the individual shall be considered
approved.

(2) Waiver of prior notice require-
ment. Parties may petition the appro-
priate Regional Director for a waiver of
the prior notice required under this
section. Waiver may be granted if it is
found that delay could harm the credit
union or the public interest. Any waiv-
er shall not affect the authority of
NCUA to issue a Notice of Disapproval
within 30 days of the waiver, or within
30 days of any subsequent required no-
tice.

(3) Election of directors or credit
committee members. (i) In the case of
the election of a new member of the
board of directors or credit committee
member at a meeting of the members
of a federally insured credit union,
prior notice is not required. However, a
completed notice must be filed with
the appropriate Regional Director
within 48 hours of the election.

(ii) If a director or credit committee
member is disapproved by NCUA, the
board of directors of the credit union
may appoint its own alternate, to serve
until the next annual meeting, contin-
gent upon NCUA approval.

(e) Commencement of service. A pro-
posed director, committee member or
senior executive officer may begin to
serve temporarily until the credit
union and the individual are notified in
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writing of NCUA’s approval or dis-
approval of the proposed addition or
employment.

(f) Notice of disapproval. NCUA may
disapprove the individual’s serving as a
director, committee member or senior
executive officer if it finds that the
competence, experience, character, or
integrity of the individual with respect
to whom a notice under this section is
submitted indicates that it would not
be in the best interests of the members
of the credit union or of the public to
permit the individual to be employed
by, or associated with, the credit
union. The Notice of Disapproval will
advise the parties of their rights of ap-
peal pursuant to 12 CFR part 747 sub-
part J, of NCUA’s Regulations.

[55 FR 43086, Oct. 26, 1990, as amended at 59
FR 36042, July 15, 1994; 60 FR 31911, June 19,
1995]

8§701.15—701.18 [Reserved]

§701.19 Retirement benefits for em-
ployees of Federal credit unions.

(a) A Federal credit union may make
provision for reasonable retirement
benefits for its employees and for offi-
cers who are compensated in conform-
ance with the Act and the bylaws, ei-
ther individually or collectively with
other credit unions. In those cases
where a Federal credit union is to be a
plan trustee or custodian, the plan
must be authorized and maintained in
accordance with the provisions of part
724 of this chapter. Where the trustee
or custodian is to a party other than
the Federal credit union, the employee
benefit plan must be maintained in ac-
cordance with the applicable laws gov-
erning employee benefit plans and such
rules and regulations as may be pro-
mulgated by the Secretary of Labor,
the Secretary of the Treasury, or any
other Federal or state authority exer-
cising jurisdiction over such plans.

(b) No Federal credit union shall oc-
cupy the position of a fiduciary, as de-
fined in the Employee Retirement In-
come Security Act of 1974 and rules and
regulations promulgated thereunder by
the Secretary of Labor, unless provi-
sion has been made for appropriate li-
ability insurance as provided under
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section 410(b) of the Employee Retire-
ment Income Security Act of 1974.

[40 FR 25582, June 17, 1975, as amended at 48
FR 55423, Dec. 13, 1983; 63 FR 14026, Mar. 24,
1998]

§701.20 Fidelity bond and insurance
coverage for Federal credit unions.

(a) Scope. This part provides the re-
quirements for fidelity bonds for Fed-
eral credit union employees and offi-
cials and for general insurance cov-
erage for losses caused by persons out-
side of the credit union (protection for
losses due to theft, holdup, vandalism,
etc.).

(b) Review of coverage. The board of
directors of each Federal credit union
shall, at least annually, carefully re-
view the bond and insurance coverage
in force in order to ascertain its ade-
quacy in relation to risk exposure and
to the minimum requirements fixed
from time to time by the NCUA Board.

(c) Minimum coverage; approved forms.
Every Federal credit union will main-
tain bond and insurance coverage with
a company holding a certificate of au-
thority from the Secretary of the
Treasury. Credit Union Blanket Bond
Standard Form No. 23 of the Surety As-
sociation of America (revised to May,
1950) is considered the minimum cov-
erage required and is approved. Credit
Union Blanket Bond Forms 581 and 582
are also approved. Any other basic
bond forms, and all riders and endorse-
ments which limit the coverage pro-
vided by approved bond forms, must re-
ceive the prior written approval of the
NCUA Board. Fidelity bonds must pro-
vide coverage for the fraud or dishon-
esty of all employees, directors, offi-
cers, and supervisory and credit
committeee members. Notwithstanding
the foregoing, effective January 1, 1990,
all bonds must include a provision, in a
form approved by the NCUA Board, re-
quiring written notification by surety
to the Board:

(1) When the bond of a credit union is
terminated in its entirety; or

(2) When bond coverage is termi-
nated, by issuance of a written notice,
on an employee, director, officer, su-
pervisory or credit committee member.

Said notification shall be sent to the
Secretary of the NCUA Board or des-
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ignee and shall include a brief state-
ment of cause for termination.

(d) Minimum coverage amounts. The
minimum amount of bond coverage re-
quired will be computed based on the
Federal credit union’s total assets. The
following table lists the minimum re-
quirements:

Assets Minimum bond
$0 to $10,000 ......... Coverage equal to the credit union’s
assets.
$10,001 to $10,000 for each $100,000 or fraction
$1,000,000. thereof.
$1,000,001 to $100,000 plus $50,000 for each million
$50,000,000. or fraction thereof over $1,000,000.
$50,000,001 to $2,550,000 plus $10,000 for each mil-
$295,000,000. lion or fraction thereof over
$50,000,000.
Over $295,000,000 | $5,000,000.

It is the duty of the board of directors
of each Federal credit union to provide
adequate protection to meet its unique
circumstances by obtaining, when nec-
essary, bond and insurance coverage in
excess of the above minimums.

(e) Increased coverage, cash on hand or
in transit. When either of the following
amounts exceed a Federal credit
union’s minimum coverage limits as
specified in paragraph (d) of this regu-
lation, the minimum coverage limits
for that Federal credit union will be in-
creased to be equal to the greater of
the following amounts within thirty
days of the discovery of the need for
such increase:

(1) The aggregate amount of the daily
cash fund (change fund plus maximum
anticipated daily money receipts) and
food stamps (if any), on the Federal
credit union’s premises, or

(2) The aggregate amount of the Fed-
eral credit union’s money and food
stamps (if any) placed in transit in any
one individual shipment.

For purposes of this section, the term
“money”’ shall include currency, coin,
banknotes, Federal Reserve notes, rev-
enue stamps and postage stamps.

(f) Increased cash coverage; exception.
Paragraph (e) notwithstanding, no in-
crease in coverage will be required
where a Federal credit union tempo-
rarily increases its cash fund because
of an extraordinary event which rea-
sonably cannot be expected to recur.

(9) Reduced coverage; NCUA approval.
Any proposal for reduced coverage
must be approved in writing by the
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